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1 . 


Introduction 


1.1 Legislative Framework in terms of the MFMA 

The Municipal Finance Management Act (MFMA) of 2003 requires that municipalities 
prepare a Service Delivery and Budget Implementation Plan (SDBIP) as a strategic 
financial management tool to ensure that budgetary decisions that are adopted by 
municipalities for the financial year are aligned with their Integrated Development Plan 
Strategy. 


Section 1 of the Municipal Finance Management Act (MFMA) No. 56 of 2003 defines the 
“service delivery and budget implementation plan” as the detailed plan approved by the 
mayor of the municipality in terms of Section 53 (1) (c) (ii) for implementing the 
municipality’s delivery of municipal services and its annual budget and which must 
include the following:- 

a) Projections of each month of- 

(i) revenue to be collected, by source; and 

(ii) operational and capital expenditure, by vote; 

b) Service delivery targets and performance indicators for each quarter; and 

c) Any other matters that may be prescribed, and includes any revisions of such plan 
by the mayor in terms of section 54(i)(c). 


In terms of Section 53 (i) (c)(ii) of the MFMA, the SDBIP must be approved by the Mayor 
of a municipality within 28 days of the approval of the budget. 


1.2 Overview 

The primary objective of AbaQulusi’s SDBIP 2010/11 as an implementation tool for the 
Municipal is to strengthen our local accountability and governance and improve capital 
as well as operational planning, spending and service delivery. 





The SDBIP 2010/11 will not only ensure appropriate monitoring in the execution of the 
Municipal budget and processes involved in the allocations of budgets to achieve key 
strategic priorities as set by the Municipality’s Integrated Development Plan (IDP), but 
will also serve as the kernel of annual performance contracts for senior management 
and provide a foundation for the overall annual and quarterly organization performance 
forthe 2010/11 financial year. 

In an effort to avoid issues related to budgets being under spent and not achieving the 
programs desired outcomes as a result of unrealistic revenue projections when 
preparing the budget, AbaQulusi’s SDBIP document will also give an outline of the 
quarterly projections of service delivery targets and performance indicators as well as 
service delivery projections for capital projects at a ward level. 

The SDBIP will also empower all Councillors specifically facilitating engagement at a 
ward level and allow them to undertake the appropriate oversight and monitoring of 
programs. The SDBIP document will also acquire council committees the ability to 
measure in-year progress in the implementation of the budget. 

The overview can be diagrammatically represented as follows: 





1-3 Components of the SDBIP 

~ Monthly Projections of Revenue to be collected for each Source 
~ Monthly Projections of Expenditure and Revenue for each Vote 
~ Quarterly projections of Service Delivery Targets and Performance 
Indicators for each Vote 

Detailed Capital Budget Broken Down by Ward over 3 Years 

1.3.1 Monthly Projections of Revenue to be Collected for each Source ( Page 20) 

The failure to collect its revenue as budgeted will severely impact on the 
municipality’s ability to provide services to the community. The municipality 
therefore has to institute measures to achieve its monthly revenue targets for 
each source. These measures will enable the municipality to assess its cash flow 
on a monthly basis with a view to undertaking contingency plans should there be 
a cash flow shortage or alternatively invest surplus cash. Furthermore, the 
effectiveness of credit control policies and procedures can be monitored with 
appropriate action taken if considered necessary. 

1.3.2 Monthly Projections of Expenditure for each vote (Page 21) 

The monthly projection of revenue and expenditure per vote relate to the cash 
paid and reconciles with the cash flow statement adopted with the budget. The 
focus under this component is a monthly projection per vote in addition to 
projections by source. When reviewing budget projections against actual, it is 
useful to consider revenue and expenditure per vote in order to gain a more 
complete picture of budget projections against actuals. 

1.3.3 Quarterly Projectlons of Service Delivery Targets and Performance Indicators for 
each vote (Page 22) 

This component of the SDBIP requires non-financial measurable performance 
objectives in the form of service delivery targets and other indicators of 
performance. The focus is on outputs ratherthan inputs. 

Service delivery targets relate to the level and standard of service being provided 
to the community and include the addressing of backlogs in basic services. 





1 . 3.4 Detailed Capital broken down by Ward over three years ( Page 24) 

Information detailing infrastructural projects per ward containing project 
description and anticipated capital costs over the three year period. A summary of 
capital projects per the IDP plan is available on Council’s website. 

The procurement process is an important component to ensure effective and 
timely infrastructure / capital service delivery. 

1.4 Strategic Direction and Planning Cycle 

A seamless process between the IDP, SDBIP, Performance Management System (PMS) 
and Annual Report would create an enabling environment for the municipality to 
achieve its deliverables. 






The MFMA clearly outlines the elements of the SDBIP to provide an order of logical 
sequence to ensure that the principal aim of the SDBIP of aligning the IDP to the 
Budget is achieved and a conceptual framework was adopted. 

The framework for AbaQulusi’s SDBIP 2010/11 is derived from the Municipal’s LTDF, 
the IDP and the Budget 2010/11 as outlined in the following diagram: 
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SERVICE DELIVERY AND BUDGET IMPLEMENTATION FRAMEWORK 



The LTDF clearly maps out the strategic vision for the AbaQulusi Municipality over the 
next twenty years. In an effort to achieve our 2020 vision, the LTDF presents the outline 
of the following set of complex Development Priorities facing the Municipality that 
needs to be addressed both in the short and longer term: 

1. Low economic growth and unemployment 

2. Poor access to basic household services 

3. High levels of poverty 

4. Low levels of literacy and skills development 

5. Sick and dying population affected by HIV / AIDS 

6. Exposure to unacceptably high level of crime and risk 

7. Unsustainable development practices 

8. Ineffective, inefficient, inward looking local government 

The essence of the LTDF is to achieve a balance between meeting basic needs, 
strengthening the economy and developing people skills and a technology base for the 
future. 











In an effort to achieve our 2020 vision, these three strategic focus Municipals of 
intervention for the next five years need to be balanced and integrated. Given the 
strategic framework that has been outlined, it is clear that the Municipal’s budget must 
be a pro-growth budget that meets basic needs and builds on existing skills and 
technology. 

The IDP process afforded the Municipal an opportunity to take stock and assess the 
Municipal Strategy. Whilst the essence of the strategy remains intact, an eight-point 
plan of action more clearly articulates that directly respond to one or more of the eight 
Municipal’s Development Priorities as outlined above: 

1. Sustaining the natural and built environment 

2. Economic development and job creation 

3. Quality living environments 

4. Safe, healthy and secure environment 

5. Empowered citizens 

6. Embracing our cultural diversity 

7. Good governance 

8. Financial viability and sustainability 

Each of these outcomes has been translated into the IDP strategic focus and 
performance of Municipalities as outlined in section 4 of this document. 

The delivery of these plans should ensure that the people of AbaQulusi are able to: 

• Live in harmony 

• Be proud of the area 

• Feel protected 

• Feel that basic needs are being met 

2. The Budget Process 

2.1 Background to the Budget Preparation Process 

The MFMA requires that Council submit a detailed plan of the budget process for the 
ensuing financial year for approval. Accordingly, a budget process plan scheduling key 
deadlines was adopted by Council at its meeting on the 23rd of September 2008. 
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The National Treasury Circular N0.48 of 2008, provided guidance on the content and 
format for the municipal budget documentation in respect of the 2010/11 Medium Term 
Revenue and Expenditure Framework (MTREF). 

In terms of section 15 of the MFMA, a municipality may except where otherwise 
provided in the Act, incur expenditure only in terms of the approved budget and within 
the amounts appropriated 

2.2 Capital Budget Process 

The capital budgeting process was through strategic sessions that were held by the 
Strategic Management Team (SMT) where the following broad strategic splits were 
made based on Municipal wide priorities, derived from the IDP. 

The prioritization of the capital budgets included budgeting involved program 
budgeting based on the IDP Eight-Point Plan thereby ensuring that budgeting also 
occurred horizontally. The adoption of this outcomes-based approach by the Municipal 
in their budgeting process has ensured the refinement of the Municipal’s budget. 

The process of compilation of the capital budget commenced in October 2009 with a 
budget discussion meeting being held with responsible Heads and Managers. Several 
meetings were held thereafter which culminated in the capital budget being approved 
in principal in the March 2010. 

2.3 Operating Budget Process 

The process of the compilation of the operating budget started in September 2008 
when budget instructions (broad expenditure parameters etc) were issued to 
departments. During November 2009 a series of budget meetings were held with the 
Executive Directors and Managers. At these meetings, budget strategy, budget policies, 
and the alignment of the operating budget with the IDP were discussed. Departments 
submitted inputs and a first draft budget were compiled during December 2009. 

During January and February 2010 deliberations were held on the budget with the 
various Departments and their teams with a view to assessing the budget and reducing 
the deficit in order to ensure that the increase in rates and tariffs to balance the budget 
was restricted to an acceptable level. This entailed the re-examining of certain items of 
expenditure and included overtime, temporary staff, employment services and 
consultants. 
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2.4 Public Participation Process 


The tabling of the Draft budget and approval in principal by Council on the 24th March 
2010 was followed by extensive publication of the budget in order to involve citizens; 
they were also invited to public hearings. Various public participation and community 
consultative meetings were scheduled to receive representations and submissions from 
ward committees, residents, community organizations, organized business and other 
stakeholder formations. 

In terms of the Municipal Systems Act and in conjunction with the Municipal Finance 
Management Act public hearings on both the Operating and Capital budgets will be held 
from 01 April -30 April 2010 as part of the process of consultation. 

Council evaluated all responses to the draft budget before finalisation and ultimate 
approval of the Municipal budget. 

The final capital and operating budgets are to be approved by Council on the 26 May 
2010. 

2.5 Monitoring of the Implementation of the SDBIP 

Progress against the objectives/targets set out in the SDBIP will be reported on a 
monthly, quarterly, mid yearly and annual basis as set out in the MFMA. 

The in year reporting as per the MFMA is as follows: 

• Monthly budget statements (Section 71) 

• Quarterly reports (Section 52) 

• Mid year budgets and performance assessment (Section 72) 

• Annual report (Section 121) 

2.6 General 

The 2009/2010 SBDIP is the third one produced by the AbaQulusi Municipality. Whilst the 
SDBIP largely complies with legislation as well as policy guidelines issued by National 
Treasury it is however an evolving document and will continue to be refined to improve 
the content and quality of information contained therein on a continued basis. 
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BUDGETS 2010/2011 
(GRAPHS) 
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3. The Budgetfor 2010/ 2011 


The following set of graphs gives an overview of the Municipal Budget for the 
2010/11 financial year that is to be adopted by Council on the 28 of May 2010: 


CAPITAL 


BUDGET 

R39,003,000 


2010/2011 BUDGET 



BUDGET, 

R261,248,61 


0 87% 

□ OPERATINGBUDGET 




3.1 Capital Budget 


WHERE THE MONEY COMES FROM 


Department of Human 
Settlement 
27 %, 


Other Revenue 
7 % 


Department of Energy 
21 % 



Municipal Infrastructure 
Grant(MIG) 

45 % 


TOTAL CAPITAL BUDGET R39M 
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WHERE THE MONEY WILL BE SPENT 


Governance & 
Administration 
R250,000 


Roads, R15,458,000 



Waste Management, 
R250,000 


Waste Water, R1,000,000 


Electricity,R8,090,000^ 


Governance & Administration 

Community & Pubiic Safety 

Economic & Environmental Sen/ices 

Other 

Water 

Electricity 

Waste Water 

Waste Management 

Roads 


Community & Public 
Safety, R13,715,000 


Economic & Environmental 
Services, R155,000 


_Water,R65,000 


TOTAL CAPITAL BUDGET R39M 




3.2 Operating Budget 


WHERE THE MONEY COMES FROM 

Rentals R510,000 (0.5%) Refuse R7, 164,000, 3% 


Sanitation R13, 282,000. 
(5%) 


□ RENTALS 

■ PENALTIES 

□ FINES 

□ LICENCES 

■ OTHER 

□INTEREST 

■ GRANTS 

□ RATES 

■ ELECTRICITY 

■ WATER 

□ SANITATION 

□ SOLID WASTE 


Water 
R15,643,000_ 
(6%) 


Electricity 

R110,126,000 (40%) 



PenaltiesR983,000 (0.5%) 

Fines Rl, 515, 000 (0.5% 

LicencesR3, 500,000 (1%) 
Other Income R22,758,000 
(8%) 

Interest R3,329,000 (1%) 


Grants 

R61,382,000 

( 22 %) 


Rates R38,500,000 (14%) 


TOTALOPERATING BUDGET261.2M 




■ Electricity 

■ Water 

■ Road T ransport 

□ Waste Water Management 

□ Waste Management 

■ Environmental Protection 

■ Sportand Recreation 

□ Public Safety 

■ Housing 

□ Community & Social Services 

■ Health 

□ Planning & Development 

□ Corporate Services 

■ Budget & T reasury 

□ Executive&Council 


HOW THE MONEY WILL BE USED 

Electricity, R 91,476,080 


R 12,852,640 
R 15,540,720 

R 460,930 
J R 4,032, 270 

R 14,369,690 

R 908,150 

R 15,771,620 

R 778,060 


R 5,676,640 




TOTAL OPERATING BUDGET R261.2M 
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BUDGETS 2010 / 2011 



(SCHEDULES) 




aA t 


3*3 Budget Breakdown in terms of the IDP 




CAPrTAL BUDGET 

OPERATING BUDGET 



Budget Year +1 

Budget Year +2 

Budget Year +3 

Budget Year +1 

Budget Year +2 

Budget Year +3 



2010/2011 

2011/2012 

2012/2013 

2010/2011 

2011/2012 

2012/2013 



Budget 

Budget 

Budget 

Budget 

Budget 

Budget 



R'OOO 

R'OOO 

R'OOO 

R'OOO 

R'OOO 

R'OOO 

Strateqic Objective 

Action Plan 

F 

G 

H 

F 

G 

H 









Sustainable Services 

Water 

65,000 

69,000 

74,000 

17,248,200 

19,353,880 

20,695,710 

Sustainable Services 

Electricity 

8,090,000 

8,096,000 

8,101,000 

91,476,080 

99,024,400 

109,192,630 

Sustainable Services 

Sanitation 

1,000,000 

0 

0 

12,852,640 

13,936,610 

14,923,610 

Sustainable Services 

Waste Management 

250,000 

0 

0 

15,540,720 

16,224,860 

16,937,010 

Sustainable Services 

Health 

0 

0 

0 

778,060 

835,110 

896,050 

Sustainable Services 

Community 

1,295,000 

313,000 

333,000 

13,160,080 

14,000,170 

13,961,610 

Infrastructure 

Roads & Stormwater 

15,513,000 

20,994,000 

25,524,000 

21,213,250 

20,829,130 

21,885,490 

Infrastructure 

Cemeteries 

0 

0 

0 

2,611,540 

2,786,020 

2,749,270 

Infrastructure 

Housing 

11,500,000 

10,000,000 

10,000,000 

908,150 

975,890 

1,048,620 

Infrastructure 

Sport Stadium 2010 

0 

0 

0 

0 

0 

0 

Infrastructure 

Open Space 

0 

0 

0 

0 

0 

0 

Infrastructure 

Public Amenities 

0 

0 

0 

460,930 

432,640 

434,920 

Good Governance 

Support Services / Fleet 

0 

0 

0 

0 

0 

0 

Good Governance 

Integrated Planning 

120,000 

21,000 

23,000 

5,676,640 

5,860,250 

6,114,510 

Good Governance 

Financial Management 

80,000 

95,000 

100,000 

21,381,510 

22,985,720 

24,451,590 

Good Governance 

Human Resources Management 

150,000 

220,000 

234,000 

14,355,840 

15,397,520 

16,217,270 

Good Governance 

Executive and Council 

20,000 

21,000 

23,000 

25,145,040 

28,171,590 

29,710,880 

Environmental Management 

Land Management 

0 

0 

0 

0 

0 

0 

Economic Development 

Local Economic Development 

0 

0 

0 

0 

0 

0 

Social Development 

Culture & Sport 

820,000 

53,000 

56,000 

4,032,270 

3,827,080 

4,082,550 

Social Development 

Public Participation 

0 

0 

0 

0 

0 

0 

Safety & Security 

Road Safety 

100,000 

372,000 

395,000 

14,369,690 

15,328,040 

16,071,550 

Safety & Security 

Fire & Rescue 

0 

0 

0 

0 

0 

0 

Safety & Security 

Disaster Management 

0 

0 

0 

0 

0 

0 

Safety & Security 

Security 

0 

0 

0 

0 

0 

0 

















TOTAL EXPENDITURE 


39,003,000 

40,254,000 

44,863,000 

261,210,640 

279,968,910 

299,373,270 




4. Monthly Projections of Revenue to be collected for each Source 


MONTHLY PROJECTIONS BY REVENUE SOURCE 


KZNI263 Abaqulusi - Supporting Table SA25 Budgeted inontNy revenue cind expenditure 


Description 

Ref 

Budget Year 20KV11 

Rthousand 


July 

August 

SepL 

October 

Novemba' 

December 

January 

February 

March 

April 

May 

June 

Revenue By Source 














PropQly rates 


2,542 

2,542 

2,542 

2,542 

2,542 

2,542 

2,542 

2,542 

2,542 

2,542 

2,542 

2,542 

Property rates - penalties & cxDllection diarges 


61 

61 

61 

61 

61 

61 

61 

61 

61 

61 

61 

61 

Service charges - elecJridty revenue 


8,316 

8,316 

8,316 

8,316 

8,316 

8,316 

8,316 

8,316 

8,316 

8,316 

8,316 

8,316 

Service charges - vvata* revenue 


1,331 

1,331 

1,331 

1,331 

1,331 

1,331 

1,331 

1,331 

1,331 

1,331 

1,331 

1,331 

Service charges - sanitation revenue 


989 

989 

989 

989 

989 

989 

989 

989 

989 

989 

989 

989 

Service charges - refuse revenue 


659 

659 

659 

659 

659 

659 

659 

659 

659 

659 

659 

659 

Service charges - other 













- 

Ratal of fadlities and equipmmt 


42 

42 

42 

42 

42 

42 

42 

42 

42 

42 

42 

42 

Interest earned - exlernal investments 


16 

16 

16 

16 

16 

16 

16 

16 

16 

16 

16 

16 

Interest earned - outstanding debtors 


140 

140 

140 

140 

140 

140 

140 

140 

140 

140 

140 

140 

Dvidends received 













- 

Rn^ 


252 

252 

252 

252 

252 

252 

252 

252 

252 

252 

252 

252 

Licences and permits 


387 

387 

387 

387 

387 

387 

387 

387 

387 

387 

387 

387 

/^gmcy services 













- 

Transfers recognised - operational 


27,283 




22,816 




24,179 



0 

Other revenue 


839 

839 

839 

839 

839 

839 

839 

839 

839 

839 

839 

839 

Gains on disposal of PPE 













_ 

Total Revenue (exduding capital transfers aixl 
contributions) 


42,864 

15,581 

15,581 

15,581 

38,397 

15,581 

15,581 

15,581 

39,760 

15,581 

15,581 

15,581 
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5. Monthly Projections of Expenditure for each vote 


KZN263 Abaqulusi - Supporting Table SA25 Budgeted monthly revenue and expenditure 


Desoiption 

Ref 

Budget Year 201CV1J. 

Rthousand 


July 

August 

Sept. 

October 

November 

Decerrber 

January 

February 

March 

April 


June 

Exoenditure Bv Tvoe 














Errployee relaled costs 


7,213 

7,213 

7,213 

7,213 

12,321 


7,213 

7,213 

7,213 

7,213 

7,213 

7,213 

7,213 

Remuneration of coundllors 


887 

887 

887 

887 

887 


887 

887 

887 

887 

887 

887 

887 

Debt impairment 















Depreciation &ass^ irrpairment 














9 

Rnance charges 














- 

Bulk purchases 


8,000 

8,000 

4,631 

4,631 

4,631 


4,631 

4,631 

4,631 

4,631 

4,631 

4,631 

8,000 

Other materials 














- 

Ccntracted services 


1,813 

1,813 

1,813 

1,813 

1,813 


1,813 

1,813 

1,813 

1,813 

1,813 

1,813 

1,813 

Transfa^ and grants 


1,069 

1,069 

1,069 

1,069 

1,069 

1,069 

1,069 

1,069 

1,069 

1,069 

1,069 

1,069 

Other expenditure 


4,888 

4,888 

4,888 

4,888 

4,888 


4,888 

4,888 

4,888 

4,888 

4,888 

4,888 

4,888 

Loss on disposal of PPE 














_ 

Total Expenditure 


23,869 

23,869 

20,500 

20,500 

25,608 

20,500 

20,500 

20,500 

20,500 

20,500 

20,500 

23,869 


P^TZ^Zf 


6 Quarterly projections of Service Delivery Targets and Performance Indicators for each vote 
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7- Detailed Capital broken down by Ward over three years 


WARD 

AREA 

PROJECT 

VALUE 

2010/2011 

VALUE 

2011/2012 

VALUE 

2012/2013 

1 

Louwsburg 

Mpumazi Road 

R 

740,000 



2 

Dlomodlomo 

Mooiplaas 

R 

800,000 



3 

KwaKambi 

Kwandlandla 

R 

500,000 



4 

Gluckstadt/Swart uMfolozi 

Nsalabekhuluma 

R 

620,620 



5 

Enyathi 

Ntabankulu 

R 

300,000 



6 

Coronation 

Alpha 

R 

300,000 



7 

Hlobane 

Ntshenteka 

R 

1,050,000 



8 

Vryheid 

Electrification Ext 16 Housing 

R 

8,000,000 



9 

Vryheid 

Water Treatment Works 

R 

1,000,000 



10 

Bhekuzulu 

Bhekuzulu - Hostel Refurbishment 

R 

2,875,000 



11 

Vryheid/Bhekuzulu 

Bhekuzulu - Hostel Refurbishment 

R 

2,875,000 



12 

Gwebu 

Ngunjini 

R 

845,000 






WARD 

AREA 

PROJECT 

VALUE 

2010/2011 

VALUE 

2011/2012 

VALUE 

2012/2013 

13 

Lakeside 

Lakeside Creche and Lakeside Bus 

Route 

R 

1,900,000 



14 

eMvuyane 

Esigodini 

R 

300,000 



15 

Hlalindlela/eMvuyane 

Bhekabezayo 

R 

925,000 



16 

Pirum/ Mhlongo Farm 

New England 

R 

650,000 



17 

Mvuzini 

Mvuzini 

R 

859,380 



18 

eMondlo 

eMondlo Roads & Stormwater 

R 

6,000,000 



19 

eMondlo 

Bhekumthetho 

R 

650,000 



20 

eMondlo 

eMadressini 

Housing Project 



Other 


Community Replacement Units - 
Hostel refurbishment 

R 

5,750,000 
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8. PERFORMANCE AGREEMENTS AND 

PLANS 
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SERVICE DELIVERY & BUDGET IMPLEMENTATION PLAN FOR THE YEAR 

ENDED 2010-2013 

APPROVAL OF SDBIP REPORT ON 08 JUNE 2010 



MAYOR (ABAQULUSI MUNICIPALITY) 
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